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2

DIRECT TESTIMONY OF BEN c. TRAMMELL, JR.
ON BEHALF OF ELECTRIC GENERATION ALLIANCE (ccEGAaa)

(Docket No. E-01345A-07-0420)
3

4

5 Q-1 Please state your name and current employment position:

6 A-1 My na me  is  Be n C. Tra mme ls , J r. I a m curre ntly the  Ma na ging Dire ctor of Dyne gy Inc.

7
in  cha rge  of ne w ge ne ra tion  proje ct de ve lopme nt a ctivitie s  through the  colnpa ny's

8
de ve lopme nt a ffilia te , DLS  P owe r De ve lopme nt Compa ny LLC, a  50/50 joint ve nture

9

with LS  Powe r Group.
10

12 Q-2 Wbat is  your educa tiona l and profes s iona l background?

13 A-2 I ha ve  a  BS  in  Me cha nica l Engine e ring from Cle ms on Unive rs ity. I a m a  re gis te re d

14 P rofe s s iona l Engine e r (ina ctive  s ta tus ). With  Dyne gy, I ha ve  be e n  invo lve d  in  the

15
de ve lopme nt of ove r 6000 MW of ne w ge ne ra tion fa cilitie s  re pre s e nting inve s tme nt

16
ca p ita l o f ove r 5 .6  Billion  do lla rs . I ha ve  be e n  with  Dyne gy fo r 10  ye a rs , ha ving

17

18
pre vious ly s e rve d in  va rious  ca pa citie s  including corpora te  me rge rs  & a cquis itions ,

19 corpora te  s tra tegic planning and perfonnance  assessment, President of West Coast Power

20 LLC (a  5 0 /5 0  jo in t ve n tu re  with  NRG  E n e rg y In c .  th a t o wn e d  o ve r 2 0 0 0  MW o f

21 ge ne ra tion in Ca lifornia  ), na tura l ga s  liquids  bus ine s s  de ve lopme nt, re ta il e ne rgy a nd

22
products  marke ting, LNG prob act deve lopment, and Vice  Pres ident of Dynegy's  former in-

23
hous e  ge ne ra tion proje ct de ve lopme nt function. I ha ve  a ls o be e n a ctive ly involve d on

24
Dyne gy's  be ha lf in  o rga n ize d  ma rke t cre a tion  a nd  re form a ctivitie s  re la ting  to  the

25

26 promotion of compe titive  whole sa le  gene ra tion. I have  ove r 30 yea rs  of expe rience  in the

1

2



1 e ne rgy indus try, ha ving worke d prior to Dyne gy for Ame rica n Na tiona l P owe r (a  U.S .

2 a ffilia te  of the  forme r Na tiona l P owe r P LC, a n inte rna tiona l whole sa le  powe r ge ne ra tion

3
compa ny), Ogle thorpe  P owe r Corpora tion (a  rura l e le ctric ge ne ra tion & tra ns mis s ion

4
coopera tive  in Georgia), Southern Company, and the  Georgia  Tech Research Institute .

5

6

7 Q-3 What is EGA, and why is it taking an interest in this proceeding?

8 A-3 The  E le c tric  Ge ne ra tion  Allia nce , o r "EGA", is  a n  in fonna l coa lition  cons is ting  o f

9
Dyne gy Arlington Va lle y, LLC, LS  P owe r As s ocia te s , L.P ., a nd Ha rqua ha la  Ge ne ra ting

10
Compa ny. Ea ch of those  e ntitie s  a nd the ir re spe ctive  a ffilia te s  a re  involve d in me rcha nt

1 1

12
whole s a le  e le ctric ge ne ra tion a nd the  powe r de ve lopme nt a nd ma rke ting bus ine s s  in

13 Arizona . As  s uch, the y ha ve  a  dire ct inte re s t in the  Arizona  Corpora tion Commis s ion's

14 re gula tory a ctivitie s  a ffe cting the  whole sa le  e le ctric procure me nt a ctivitie s  of ma jor loa d-

15 se rving utilitie s , a nd spe cifica lly Arizona  P ublic S e rvice  Compa ny ("AP S ")

16

17

18 Q-4 Please summarize your testimony:

1 9 A-4 My te s timony supports  and a ffirms  the  direct te s timony of Mr. Ted Robe rts  filed on beha lf

20
of Me s quite  P owe r, L.L.C., S outhwe s te rn P owe r Group II, L.L.C., a nd Bowie  P owe r

21
S ta tion, L.L.C.. It is  our vie w, cons is te nt with the irs , tha t the  Commis s ion a nd its  S ta ff

22
re a che d ge ne ra lly corre ct conclus ions  from the  works hops  tha t re s ulte d in the  re ce nt

23

24
adoption of the  Recommended Bes t P ractice s  for P rocurement in Orde r 70032, and tha t

25 those  comme nda ble  provis ions  should be  inte gra te d into Orde r 67744, ba se d upon the

26 ra tiona le  s e t forth in a nd cons is te nt with Mr. Robe rts ' te s timony. It is  our vie w tha t the

3



1 Commis s ion s hould re a ffirm its  commitme nt to  the  principle s  of inclus ion, fa irne s s ,

2 transpa rency, cla rity and overs ight in the  compe titive  solicita tion process .

3
EGA, howe ve r, a ls o urge s  the  Commis s ion to ma ke  a  fe w a dditiona l modifica tions  to

4
be tte r e ns ure  tha t AP S ' procure me nt a ctivitie s  conducte d purs ua nt to  Orde r 67744

5

6
acquire  supply re sources  on the  mos t compe titive  te rms  and in a  manne r mos t bene ficia l

7
to the  inte res ts  of APS ' ra tepaye rs .. Those  sugges ted modifica tions , s imply s ta ted, a re  a s

8 follows l

9 (20 tha t the  independent monitor should be  hired by and report directly

10 to the  Commiss ion, but pa id by the  Utility,

11
tha t the  independent monitor should function not only as  a  monitor(b)

12
but a lso as  a  bid eva lua tor,

13

14 (<=) tha t bidding fees  should be  capped a t a  prescribed, nominal leve l,

15 and

16 (d) tha t a  s ingle  bidde r should be  a llowed to submit multiple  bids

17 under a  s ingle  bid fee , so as  to not discourage  multiple , crea tive

18 and innova tive  RFP responses  "in the  a lte rna tive" tha t may meet

1 9
the  needs  of the  utility and its  ra tepayers  more  e fficiently than the

20
precise  resource  response structure  contemplated on the  face  of an

21

RFP .
22

23 (G) tha t the  entire  process of bid evalua tion by the  independent

24 monitor be  open by requiring tha t de ta iled information about the

25 ana lys is  used to eva lua te  bids , including the  bid eva lua tion crite ria

26

4



1 and weightings , descriptions  of the  ana lytica l approach of the

2 eva lua tion, descriptions  of mode ling tools  used in the  eva lua tion,

3
input da ta , non-quantita tive  considera tions , and the  scoring system

4
for qua lita tive  cons ide ra tions  be  ava ilable  to the  public.

5

6

7 Q-5 Why should the Commission be the contracting party with the independent monitor,

8 instead of the utility?

9 A-5 I unde rs tand tha t, unde r Orde r 70032, the  Commiss ion and, potentia lly, inte re s ted pa rtie s

10 can have an a dvisory role  in the  se lection of the  independent monitor. The  frank bus iness

11
rea lity rema ins , howeve r, tha t if APS  makes  the  fina l se lection of and contracts  with, and

12
compe ns a te s , the  inde pe nde nt monitor, the n the re  is  ris k tha t the  true  obje ctivity a nd

13

14
independence  of the  se lected entity can be  compromised, despite  the  best intentions of the

15 pa rtie s  to  tha t contra ct. Expe rie nce  a nd huma n na ture  ha ve  s hown tha t a ny pa rty

16 controlling the  se le ction, the  contra cting a nd the  purse  s trings  is  like ly to be  influe ntia l in

17 the  ultima te  work product of the  contra ctor, howe ve r inde pe nde nt the  s tructure  of the

18
contra ct or the  outwa rd a ppe a ra nce s  of the  pa rtie s ' joint or se pa ra te  conduct. The  utility

19
a ppropria te ly should re imburse  the  Commiss ion for the  cos ts  of hiring the  inde pe nde nt

20
monitor, a nd should a ppropria te ly be  a uthorize d to re cove r those  cos ts  in ra te s , but, the

2 1

22
Commis s ion ne e ds  to s e le ct, hire  a nd dire ct the  inde pe nde nt monitor's  a ctivitie s . This

23 conce rn is  e ve n more  s ignifica nt if the  inde pe nde nt monitor is , a s  we  urge , give n a  more

24 substantive  role  as  an evaluator of the  bids.

25

26

5



1 Q-6 Why are you urging an increased substantive role for the independent monitor"

2 A-6 Aga in, my expe rience  in diffe rent jurisdictions  and va rious  procurement s tructure s  is  tha t,

3
if the  only duty of an independent monitor is  to obse rve  the  process , but not ques tion the

4
input a ssumptions , da ta , and eva lua tive  mode ling tools  used by the  utility, then the  va lue

5

the  monitor adds to the  compe titive  procure me nt proce ss  is  s e ve re ly diminishe d. S imply
6

7
monitoring how the  utility follows  its  own, se lf-de te rmined eva lua tion process , and having

8 to take  as  una lte rable  "givens" a ll of the  input a ssumptions , da ta  and mode ling techniques

9 use d by the  utility, s imply re le ga te s  the  monitor to little  more  tha n a  proce dura l obse rve r.

10 Only bla ta nt proce s s  de via tions  by the  utility from its  own, s e lf-de te nnine d e va lua tion

11
process  would be  expected to be  reasonably identifiable  by the  monitor. And any ma te ria l

12
subs tantive  flaws  in the  input da ta , mode ling techniques , e tc. and, the re fore , the  ultima te

13

14
e va lua tive  conclus ions , might go unide ntifie d, unle s s  the  monitor functions  a s  a  truly

15 inde pe nde nt e va lua tor. Tha t e va lua tor's  role  e nta ils  ha ving a t its  disposa l a ll of the  utility

16 inputs , a s sumptions  a nd mode ls , a nd the  a bility to cha lle nge  a nd run va ria ble s  a ga ins t

17 those , and to genera lly test the  substance  of the  evaluation, not just the  observable  conduct

18
of the  process . A rough ana logy might be  to the  high school teache r a ss igned a s  "s tudy

19
ha ll monitor". He  ca n do a  pe rfe ctly good job of obs e rving a ll the  s tude nts  dutifully

20
working a wa y a t the ir ma th home work a ss ignme nts , s itting a t the  right de sks , not ha ving

21

22
conve rsa tions , e tc., ye t, the  monitor ha s  no clue  whe the r the  s tudents  a re  us ing the  right

23 a s sumptions , e qua tions , tools  a nd te chnique s  to solve  the ir home work proble ms , much

24 le s s  whe the r the y a re  a rriving a t the  corre ct a nswe rs . To be  of true  subs ta ntive  va lue  to

25 the  proce s s  of e nsuring tha t the  utility is  doing the  be s t job it ca n for its  ra te pa ye rs , a nd

26

6



1 ma king the  mos t e conomic a nd prude nt re source  s e le ctions , the  monitor ne e ds  to be  a

2 substantive  eva lua tor and produce  a  substantive  product tha t te s ts  the  substance , not jus t

3
the  proce ss , of the  utility's  e va lua tion of re spons ive  re source  proposa ls . This  dis tinction

4
be come s  vita lly importa n t whe n , a s  in  th is  in s ta nce ,  the  u tility's  own  "s e lf bu ild "

5

a lte rna tive  is  an option be ing eva lua ted.
6

7

8 Q-7 Why do you urge further Commission direction with respect to bidding fees?

9 A-7 Orde r 70032 does  provide  tha t "rea sonable" bidde rs ' fee s  may be  used to he lp offse t the

10 cos ts  of us ing a n inde pe nde nt monitor. In my e xpe rie nce  in othe r jurisdictions , howe ve r,

wha t is  "re a sona ble " to the  utility ha s  come  to cove r a  ve ry wide  ra nge  of dolla rs . If the
12

utility is  a llowed to unila te ra lly se t the  bidding fee s , and, in addition, to cha rge  a  sepa ra te
13

full fe e  for e a ch a lte rna tive  bid tha t might be  provide d by a  s ingle  re sponding e ntity in a
14

15 s ingle  procure me nt, we  ha ve  found tha t a  chilling e ffe ct ca n occur tha t cons tra ins  the

16 numbe r o f bona  fide  re s pons e s  to  a n  RFP . Importa n tly, a  b idde r s hou ld  no t be

17 dis coura ge d by prohibitive ly high a ggre ga te  "e ntry fe e s " a ga ins t s ubmitting multiple

18
va ria tions  of re s pons e s  to  RFP s  tha t s ugge s t to  the  u tility innova tive  a nd cre a tive

19
a lte ra tive  a pproa che s  to me e ting the  re s ource  ne e d. Although s uch va ria tions  might

20
de via te  in innova tive  wa ys  from the  s trict "four corne rs" of the  RFP , such multiple  bids  in

21

22
the  a lte rna tive  ma y none the le s s  pre se nt unique  a nd va lua ble  opportunitie s  for the  utility

23 and its  ra tepayers , if a re  not precluded by the  respondents ' bidding fee  cost concerns . At a

24 minimum, a ny bid  fe e  s tructure  s hould provide  ma te ria l d is counts  for s uch multip le

25 re spons ive  bids  "in the  a lte ra tive " from a  s ingle  bidde r.

26
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1 Q-8 Would an  outright prohibition  on  u tility s e lf-build  enhance  the  bene fits  to  ra tepaye rs

2 of competitive  bidding from wholes a le  genera tors ?

3
A-8 Yes , mos t de finite ly. When a  utility is  a llowed to compe te  for a  needed gene ra tion supply

4
increment with its s e lf-build proposa l, and conduct a non-transparent b id

5

e va lua tion/s e le ction e va lua tion, his tory a nd pa s t outcome s have ge ne ra lly ta ught the
6

7 whole s a le  ge ne ra tion community tha t third-pa Ny compe titive  bids  s imply a re  us e d a s

8 s ta lking horses  to se t the  price  for the  se lf-build. Wholesa le  genera tors  a re  unders tandably

9 re lucta nt to de vote  re source s  to compe te  in such a  bid proce ss  whe n the  outcome  -- a n

10 a wa rd for the  s e lf-build propos a l -- s e e ms  pre -de te rmine d. In contra s t, whe n a  de finite

1 1
ne e d for ne w s upply ha s  be e n ide ntifie d a nd a uthorize d by the  cogniza nt re gula tory

12
a u tho rity,  a nd  no  s e lf-bu ild  is  a llowe d , by de fin ition  s ome  th ird -pa rty who le s a le

13

ge ne ra tion s upplie r is guaranteed a n award . Th e  u n ce rta in ty o ve r a wa rd  (a n d
14

15 corresponding potentia l for waste of sca rce  resources) is  lifted, the  compe tition is  cre a te d,

16 and a  fa ir outcome  is  a ssured. Wholesa le  gene ra tors  by the ir na ture  thrive  on this  form of

17 compe tition, a nd the  be ne fits  of lowe r cos t ge ne ra tion s upply (not to me ntion a t-ris k

18
capita l instead of ra te-based cost recovery) accrue  to the  ra tepayers and re ta il end users.

19

20
Q-9 What ris k fac tors  s hould  be  cons ide red  in  comparing  a  u tility s e lf-bu ild  pro jec t with

2 1

22
an APP project?

23 A-9 In a ny a na lys is , it is  importa nt to  e va lua te  how a  pa llicula r ris k is  a lloca te d be twe e n

24 ra tepayers , the  utility and its  sha reholde rs , and the  owner of the  non-utility project? . Wha t

25 a re  the  long-te rm conse que nce s  of the  a lloca tion of risks  a nd be ne fits ?  Wha t ince ntive

26
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1 does  the  pa rty bea ring the  risk have  to manage  the  risk and how s trong is  tha t incentive?

2 Wha t a re  the  conse que nce s  for tha t pa rty of a  fa ilure  to ma na ge  the  risk?  Whe n the se

3
questions  a re  considered and e ffective  comparisons  a re  made , it is  the  opinion of the  EGA

4
tha t the  ne t be ne fits  for ra te pa ye rs  of powe r purcha se  a gre e me nts  (PPAs) or non- utility

5

6
owne d proje cts  will cle a rly e me rge . More  importa nt, howe ve r, is  the  principle  tha t fa ir

7
compa risons  be twe e n utility-sponsore d proje cts  a nd inde pe nde nt powe r proje cts  (ImPs)

8 ca n a nd s hould be  ma de  a s  pa rt of a  fa ir, tra ns pa re nt, a nd compe titive  procure me nt

9 proce ss .

10

11
Q-10 What are the risks and benefits of utility owned generation versus APP owned

12
generation with respect to ratepayers?

13

A-10 Cost-based ra tes are  sometimes touted as a  benefit for ra tepayers. The argument in support
1 4

15 of this  idea  is  tha t ra tepaye rs  pay no more  than the  cos t of se rvice , while  unde r PPAs the

16 price s  a re  not ne ce s s a rily clos e ly tie d to a ctua l cos ts . The re  a re  s e ve ra l fla ws  in this

17 argument. First, APP bids are necessa rily close ly re la ted to cos ts . An APP 's  bid will include

18
a  projection of ce rta in costs , and once  the  bid is  accepted, an APP is  highly incentivized to

19
ensure  tha t actua l costs  a re  kept within the  prob ected range . At the  same time, competitive

20
marke t pressures  force  winning bidde rs  to submit bids  a s  low as  poss ible . By contra s t, ifa

21

22
utility-owned plant encounters  higher than prob ected costs , the  possibility exis ts  tha t these

23 highe r cos ts  ma y be  pa s s e d through to ra te pa ye rs . De ve lope rs  of proje cts  s upporting
4

24 P P As , on the  othe r ha nd, ha ve  only the ir contra ct to fa ll ba ck on. Any cons truction cos t

25 oven'uns  for an APP ea t directly into its  projected profits . APP companies  tha t fa il to mee t

26
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1 profit proje ctions  will lose  fa vor with inve s tors , incre a s ing the  cos t of ra is ing ca pita l a nd

2 pote ntia lly le a ding to the  de mise  of the  compa ny. Inde pe nde nt de ve lope rs  thus  ha ve  a

3
s trong ince ntive  to e nsure  tha t pla nts  a re  comple te d a t or be low budge t. S imila rly, pa ss -

4
throughs  of ope ra tion a nd ma inte na nce  e xpe nse s  a nd ca pita l a dditions  for utility-owne d

5

6
projects  crea te  back-end costs  for ra tepayers  tha t a re  not typica lly present for PPAs.

7

8 Q-11 Wh a t o th e r  r is ks  a n d  b e n e fits  o f u t ility o wn e d  g e n e ra t io n  ve rs u s  AP P  o wn e d

9 generation with respect to ratepayers are important?

10 A-11 For utility-owned plants , re cove ry of capita l cos ts  is  not close ly tied to pe rformance . Tha t

1 1
is , if the  pla nt ha s  a n e xte nde d outa ge , poor pe rforma nce , or e ve n e a rly re tire me nt, the

12
pos s ibility e xis ts  tha t the  utility to will be  a llowe d re cove r unre cove re d ca pita l cos ts , in

13

14
the  a bs e nce  of imprude nt or unre a s ona ble  be ha vior. For P P As , howe ve r, pa yme nt is

15 typica lly tie d to pe rforma nce . Eve n contra cts  tha t ha ve  fixe d ca pa city pa yme nts  usua lly

16 include  provis ions  tha t suspend payments  in the  event of a  sus ta ined outage , prema ture

17 re tirement, or unava ilability during times  of peak demand. A fa ilure  to mee t the  contract's

18
pe rfo rma nce  re qu ire me n ts  ca n  le a d  to  the  a s s e s s me n t o f da ma ge s  o r in  ce rta in

1 9
circums ta nce s  the  te rmina tion of the  contra ct. Owne rs  of units  unde r P P As  thus  ha ve  a

20
s trong incentive  to ma inta in the  ava ilability of the ir units .

21

22

23 It is  some time s  cla ime d tha t a n a dva nta ge  of utility build proje cts  ove r ImPs  is  tha t utility

24 owned plants  offe r ra tepaye rs  grea te r ope ra tiona l flexibility. They can be  run a t any time ,

25 wheneve r they a re  needed. PPAs , the  a rgument continues , may have  re s trictions  on the

26
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1 number of s ta rts  tha t can be  made  without furthe r compensa tion. This  a rgument is  la rge ly

2 mis le a ding. As  pa rt of the  RFP  de fin ition, u tilitie s  ca n re quire  a s  much (or a s  little )

3
fle xib ility a s  the y fo re ca s t tha t the y ne e d . Utilitie s  ca n  a nd  do  conduct RFP s  fo r

4
dispa tcha ble  ca pa city which ca n e ffe ctive ly put a  pla nt unde r the  comple te  control of the

5

6
purcha s ing utility. Any cos t pe r s ta rt or limita tion on the  numbe r of s ta rts  conta ine d in a n

7
offe r s hould be  cons ide re d a s  pa rt of the  bid e va lua tion proce s s . Thus , the  a mount of

8 ope ra tiona l fle xibility doe s  not de pe nd on owne rs hip, a nd the  utility ca n s pe cify the

9 de gre e  of ope ra tiona l Fle xibility it de s ire s  a s  pa rt of the  product de finition for the  RFP .

10 The  re a l diffe re nce  be twe e n PPAs  a nd utility owne rship in this  conte xt is  tha t ra te pa ye rs

1 1
a re  force d to  pa y for unlimite d  fle xibility for u tility owne d pla nts , whe the r comple te

12
fle xibility is  ne e de d or not, whe re a s , for P P As , the  utility ha s  the  a bility to spe cify in the

13

14
RFP  the  le ve l of fle xibility (including unlimite d fle xibility) tha t it fore ca s ts  it will ne e d,

15 a n d  ra te p a ye rs  will p a y o n ly fo r th a t a mo u n t o f fle xib ility.  Th u s ,  th e  "b e n e fit" o f

1 6 unlimite d ope ra tiona l fle xibility for utility owne d pla nts  come s  a t a  high cos t, because

1 7 ra tepayers  a re  forced to pay for opera tiona l flexibility beyond wha t is  actua lly needed.

18

19
Anothe r a rgument advanced in favor of utility ownership ins tead of APP ownership is  tha t

20
ra tepayers  ge t back-end or tennina l benefits  because  a  plant's  opera ting life  may be  longer

2 1

22
tha n its  use ful life  for a ccounting, ta x, a nd ra te ma king purpose s . Afte r the  pla nt's  ca pita l

23 costs  a re  fully deprecia ted, this  a rgument goes , the  cos t to ra tepayers  of running the  plant

24 a re  only the  cos t of ope ra tion a nd ma inte na nce  a nd fue l a nd othe r va ria ble  cos ts . Units

25 subj act to PPAs, on the  other hand, typica lly revert to the  owner a t the  end of the  contract,

26
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1 and ra tepayers  are  then subjected to a  need to find replacement power. This  a rgument a lso

2 ignore s  s ome  of the  downs ide  of utility owne rs hip. Any va lue  a  utility-owne d pla nt ha s

3
nea r the  end of its  use ful life  will depend on whe the r new technologie s  have  le ft the  plant

4
une conomic to ope ra te . By wa y of a na logy, the  old AT&T a t one  point owne d millions  of

5

6
rota ry te le phone s , but, with  the  burs t of innova tion tha t ca me  with the  dive s titure  of

7
AT&T a nd the  introduction of compe tition into te le communica tions , it is  doubtful tha t

8 the re  wa s  much re s idua l va lue  to the  utility's  inve s tme nt in the s e  phone s  whe n the y

9 re a che d the  e nd of the ir use ful live s . Ra te pa ye rs ' risk of te chnologica l obsole sce nce  for

10 PPAs (i. e ., tha t new technologies  can produce  power a t a  lower cos t) is  limited to the  te rm

11
of the  contra ct. The  AP P  owne r be a rs  this  risk a fte r contra ct te rmina tion a nd a s  this  risk

1 2
increases in the  la ter years of the  plant's  exis tence .

13

14

15 More ove r, ge ne ra ting pla nts  e ve ntua lly re a ch the  e nd of the ir live s  a nd ha ve  to  be

16 decommissioned. The costs of de molition, re mova l, a nd e nvironme nta l re me dia tion for

17 utility owned plants  rest on ra tepayers , while  those  costs  a re  borne  by the  owner of the  APP

18
pla nt tha t s upports  a  P P A. If his tory is  a ny guide , the s e  cos ts  ca n be  cons ide ra ble .

19
Ratepayers a lso must bear the  cost of keeping these aging plants  open during a  time  when

20
the y ma y not run ve ry ofte n. For a n a ging inde pe nde nt pla nt, the  de cis ion to continue

21

22
running or to re tire  is  s imple : if the  cos t of ke e ping the  pla nt a va ila ble  to run e xce e ds  the

23 expected revenues  the  plant can ea rn, e ither from a  contract or through participa tion in the

24 ma rke t, the  pla nt will be  re tire d. For utility-owne d pla nts , cos t-of-s e rvice  ra te ma king

25 obs cu re s  the  e conomics  unde rlying  th is  de c is ion  a nd  ca n  e xpos e  ra te pa ye rs  to
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0

1 unwa rra nte d cos ts .

2

3
F ina lly,  a  we ll-s truc ture d  com pe titive  m a rke t will fo rce  P P A b idde rs  to  a ccount in  the ir

4
bids  for a ny proje cte d re s idua l va lue  a t contra ct e xpira tion, minimizing cos ts  for

5

6
ra te pa ye rs  during the  te rn of the  P P A.

7

8 Q-12 Does that conclude your direct testimony?

9 A-12 Ye s .

10

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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